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Abstract 
Gaming revenue trends for Nevada's three major gaming markets-Las Vegas Strip, 
Reno-Sparks, and South Lake Tahoe-are examined over the past two decades. The Las 
Vegas Strip had been characterized by cyclical growth from 1990 until 2007, but the 
Great Recession had dramatic adverse impacts on revenues and employment. Apparent 
recovery in 2010 was driven largely by baccarat revenues, but they are not likely to be 
sustainable in the long term. For South Lake Tahoe, deterioration of its core tourism 
business has been taking place since 1990, but has accelerated since the beginning of the 
Great Recession and the opening of the Red Hawk Casino near Sacramento in 2008. Both 
Reno-Sparks and South Lake Tahoe have lost approximately two-thirds of their tourism 
gaming revenues over the past two decades. Reno-Sparks' overall gaming revenues have 
held up better than South Lake Tahoe because of a substantial locals' gaming market, 
which is not replicated at South Lake Tahoe. Finally, fiscal and policy implications of 
these trends are outlined for the State of Nevada. 
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Introduction 
The gaming industry has been good for the state of Nevada. Gaming is the largest 
employer in the state, the largest taxpayer, and has been the major export industry for 
Nevada's economy for quite some time. However, gaming has experienced rough times 
over the last few years, especially since the onset of the Great Recession in late 2007. 
This analysis looks at trends in gaming revenue performance that have emerged 
in Northern and Southern Nevada since 1990. In particular, this analysis examines the 
dynamics of demand for Nevada casino gaming in Northern Nevada's primary tourist 
markets of Reno-Sparks and South Lake Tahoe, with the objective of determining how 
sensitive demand has been to geographic competition from more proximate and convenient 
casino outlets relative to population centers (i.e. tribal casinos close to California's main 
metro areas). In the same context, tourist demand for the Las Vegas Strip is examined since 
1990, noting that the consumer experience has been expanded with the diversification of 
the quantity, quality and supply of offerings in that marketplace, including entertainment, 
conventions, night clubs, and retail shopping opportunities, as well as a substantial shift to 
more up-market casino-hotel and restaurant facilities. However, since the Great Recession, 
there has been an unprecedented decline in spending on both gaming and non-gaming 
activities on the Las Vegas Strip, reflecting far greater sensitivity of such activities to the 
business cycle than had been previously believed. Furthermore, the rapid and dramatic 
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g r o w t h  i n  b a c c a r a t  r e v e n u e s ,  t h e  o n e  b r i g h t  s p o t  o n  t h e  S t r i p  b e t w e e n  2 0 0 7  a n d  2 0 1 0 ,  i s  
e x a m i n e d  i n  t e r m s  o f  i t s  p o t e n t i a l  l o n g  t e r m  s u s t a i n a b i l i t y .  
T h e  f i n d i n g s  i n  t h i s  a n a l y s i s  h a v e  d r a m a t i c  a n d  s i g n i f i c a n t  i m p l i c a t i o n s  f o r  p u b l i c  
p o l i c y  i n  N e v a d a .  T h e s e  w i l l  r e q u i r e  p o l i c y  m a k e r s  a n d  r e s e a r c h e r s  t o  m a k e  a  s o b e r ,  
c a r e f u l ,  a n d  t h o u g h t f u l  a n a l y s i s  o f  t h e  s t a t e ' s  p u b l i c  p o l i c y  a l t e r n a t i v e s  i n  t h e  i m m e d i a t e  
a n d  i n t e r m e d i a t e  f u t u r e .  
T h e  E c o n o m i c  D y n a m i c  
F o r  S o u t h e r n  N e v a d a ,  m a j o r  c a p i t a l  i n v e s t m e n t s  u n d e r t a k e n  i n  t h e  f i r s t  d e c a d e  
o f  t h e  2 1  ' '  c e n t u r y  c r e a t e d  a  s i t u a t i o n  b y  2 0 1 1  o f  s i g n i f i c a n t  o v e r - c a p a c i t y  i n  g a m i n g -
b a s e d  t o u r i s t  f a c i l i t i e s ,  e s p e c i a l l y  t h o s e  o n  t h e  L a s  V e g a s  S t r i p  t a r g e t i n g  t h e  h i g h  e n d  
o f  t h e  m a r k e t .
1  
W i t h  t h e  c o m i n g  o f  t h e  G r e a t  R e c e s s i o n  a n d  c o n t i n u i n g  t h r o u g h  2 0 0 9 ,  
t h e  L a s  V e g a s  g a m i n g  i n d u s t r y  w a s  c h a l l e n g e d  b y  a  d a w n i n g  r e a l i t y  o f  f i n a n c i a l l y  
d i s t r e s s e d  g a m i n g  c o m p a n i e s  t h a t  w e r e  h e a v i l y  o v e r - l e v e r a g e d .
2  
G r o w t h  h a d  r e m a i n e d  
r e l a t i v e l y  r o b u s t  u n t i l  N o v e m b e r  2 0 0 7 ,  b u t  t h e n  t r e n d s  i n  v i s i t a t i o n ,  g a m i n g  s p e n d i n g ,  
a n d  s p e n d i n g  o n  n o n - g a m i n g  a c t i v i t i e s  b y  t o u r i s t s ,  a l l  d e c l i n e d  d r a m a t i c a l l y .  I n i t i a l l y  
w i t h  t h e  s u b - p r i m e  m o r t g a g e  c r i s i s ,  s o o n  f o l l o w e d  b y  t h e  c o l l a p s e  o f  S o u t h e r n  
N e v a d a ' s  r e s i d e n t i a l  c o n s t r u c t i o n  m a r k e t ,  a n d  t h e n  t h e  r a p i d  d e c l i n e  o f  t h e  c o m m e r c i a l  
c o n s t r u c t i o n  m a r k e t ,  t h e  a r e a ' s  g a m i n g  r e v e n u e s ,  a l o n g  w i t h  o t h e r  i m p o r t a n t  i n d u s t r y  
m e t r i c s ,  e x p e r i e n c e d  c o n s i s t e n t  n e g a t i v e  g r o w t h  f o r  m o r e  t h a n  t w o  y e a r s  t h r o u g h  
2 0 0 9 .  A c c o r d i n g  t o  s o m e  s t u d i e s ,  L a s  V e g a s  q u i c k l y  t r a n s f o r m e d  f r o m  o n e  o f  t h e  m o s t  
d y n a m i c  m e t r o p o l i t a n  e c o n o m i e s  i n  t h e  w o r l d  t o  o n e  o f  t h e  m o s t  d i s t r e s s e d .
3  
T h e  p a r t i c u l a r  s e t  o f  e v e n t s  a c c o m p a n y i n g  t h e  G r e a t  
R e c e s s i o n  i n  S o u t h e r n  N e v a d a  b r o k e  t h e  l o n g - h e l d  b e l i e f  t h a t  
g a m i n g  w a s  r e c e s s i o n - p r o o f  o r  a t  l e a s t  r e c e s s i o n - r e s i l i e n t .  
I n d e e d ,  i t  p r o v e d  t h o s e  s t a t e m e n t s  t o  b e  d r a m a t i c a l l y  i n c o r r e c t .  
A s  i t  t u r n e d  o u t ,  m u c h  o f  t h e  s u c c e s s f u l  d i v e r s i f i c a t i o n  i n t o  n o n -
g a m i n g  a r e a s  w i t h i n  m e g a - c a s i n o  d e v e l o p m e n t s  a l o n g  t h e  L a s  
V e g a s  S t r i p  o v e r  t h e  p a s t  t w o  d e c a d e s  w e r e  f a r  m o r e  s u s c e p t i b l e  
t o  r e c e s s i o n a r y  d o w n t u r n s  t h a n  a n y o n e  h a d  a n t i c i p a t e d .  
O v e r  t h e  p a s t  t w o  d e c a d e s ,  N o r t h e r n  N e v a d a ' s  g a m i n g  
i n d u s t r y  h a s  f o l l o w e d  a  f u n d a m e n t a l l y  d i f f e r e n t  p a t h  t h a n  t h a t  
o f  t h e  L a s  V e g a s  S t r i p .
4  
L a k e  T a h o e ' s  c a s i n o  i n d u s t r y  h a s  b e e n  
T h e  p a r t i c u l a r  s e t  o f  e v e n t s  
a c c o m p a n y i n g  t h e  G r e a t  
R e c e s s i o n  i n  S o u t h e r n  N e v a d a  
b r o k e  t h e  l o n g - h e l d  b e l i e f  t h a t  
g a m i n g  w a s  r e c e s s i o n - p r o o f  o r  a t  
l e a s t  r e c e s s i o n - r e s i l i e n t .  
i n  l o n g - t e r m  d e c l i n e  s i n c e  t h e  e a r l y  1 9 9 0 s ,  a n d  f o r  R e n o / S p a r k s ,  t h e  d e c l i n e s  s i n c e  
2 0 0 0  h a v e  b e e n  d r a m a t i c .  T h e  d e c l i n e s  c a n  b e  s e e n  n o t  o n l y  i n  g a m i n g  r e v e n u e s ,  b u t  
a l s o  i n  t o u r i s m  v i s i t a t i o n  a n d  i n  t h e  s i z e  o f  t h e  c a s i n o  i n d u s t r y  i t s e l f ,  a s  m e a s u r e d  b y  
e m p l o y m e n t  a n d  b y  g a m i n g  p o s i t i o n s .
5  
S i n c e  1 9 9 0 ,  N o r t h e r n  N e v a d a  g a m i n g  w i t n e s s e d  t h e  g r o w t h  o f  s u b s t a n t i a l  e x t e r n a l  
g a m i n g  a n d  c a s i n o  c o m p e t i t i o n  f r o m  L a s  V e g a s ,  N o r t h e r n  C a l i f o r n i a ,  a n d  t h e  P a c i f i c  
O v e r - c a p a c i t y  i n  L a s  V e g a s  S t r i p  h o t e l - c a s i n o s  b e c a m e  i n c r e a s i n g l y  a p p a r e n t  i n  2 0 0 8  a n d  2 0 0 9 ,  a s  m a j o r  m e g a - c a s i n o  
p r o j e c t s  ( i . e .  t h e  E c h e l o n ,  F o n t a i n e b l e a u ,  L a s  V e g a s  P l a z a ,  C r o w n )  w e r e  c a n c e l l e d  o r  w e n t  i n t o  b a n k r u p t c y  p r i o r  t o  
c o m p l e t i o n ,  o r  w h i c h  o p e n e d  b u t  t h e n  w e r e  s u b s t a n t i a l l y  r e d u c e d  i n  v a l u e  e i t h e r  t h r o u g h  w r i t e - d o w n s  ( i . e .  M O M ' s  
C i t y C e n t e r  w a s  w r i t t e n  d o w n  f r o m  h i s t o r i c  c o s t s  o f  $ 8 . 5  b i l l i o n  a t  o p e n i n g  i n  D e c e m b e r  2 0 0 9  t o  $ 2 . 6 5  b i l l i o n  i n  A u g u s t  
2 0 1 0 )  o r  t h o u g h  s a l e s  t o  t h i r d  p a r t i e s  ( i . e .  M  R e s o r t s  w a s  b u i l t  f o r  a  c o s t  o f  a b o u t  $ 1  b i l l i o n  a n d  o p e n e d  i n  M a r c h  2 0 0 9 ,  b u t  
w a s  s o l d  t o  P e n n  N a t i o n a l  f o r  $ 2 3 0 . 5  m i l l i o n  i n  O c t o b e r  2 0 1 0 . )  S e e ,  f o r  e x a m p l e ,  G r e e n  ( 2 0 1 0 ) ,  B e n s t o n  ( 2 0 1 0 - 2 ) .  
2  O v e r - l e v e r a g e d  c o m p a n i e s  i n c l u d e d  t h e  p u b l i c l y  t r a d e d  c o m p a n i e s  M G M  a n d  L a s  V e g a s  S a n d s ,  w h i c h  e x p e r i e n c e d  
d e c l i n e s  i n  s h a r e  p r i c e s  b e t w e e n  O c t o b e r  2 0 0 7  a n d  M a r c h  2 0 0 9  b e t w e e n  9 8 %  a n d  9 9 % .  S t a t i o n  C a s i n o s  a n d  H a r r a h ' s  
( l a t e r  r e n a m e d  C a e s a r s  E n t e r t a i n m e n t )  w e n t  t h r o u g h  l e v e r a g e d  b u y - o u t s  b e t w e e n  l a t e  2 0 0 7  a n d  e a r l y  2 0 0 8 ,  i n c u r r i n g  
s u b s t a n t i a l  d e b t  l e v e l s ,  S t a t i o n  a t  $ 8 . 7  b i l l i o n  a n d  H a r r a h ' s  a t  a b o u t  $ 2 7  b i l l i o n .  S t a t i o n  s u b s e q u e n t l y  w e n t  i n t o  b a n k r u p t c y  
i n  2 0 0 9 ,  t h o u g h  H a r r a h ' s  m a n a g e d  t o  a v o i d  t h a t  a l t e r n a t i v e .  S e e  G r e e n  ( 2 0 0 9 ) ,  B e n s t o n  ( 2 0  1 0 - 1  ) .  
3  A c c o r d i n g  t o  a  D e c e m b e r  2 0 1 0  B r o o k i n g s  I n s t i t u t i o n  S t u d y  ( " G l o b a l  M e t r o  M o n i t o r :  A  p r e l i m i n a r y  o v e r v i e w  o f  1 5 0  
g l o b a l  m e t r o p o l i t a n  e c o n o m i e s  i n  t h e  w a k e  o f  t h e  G r e a t  R e c e s s i o n " ) ,  L a s  V e g a s  f e l l  f r o m  a  r a n k i n g  o f  1 4 t h  a m o n g  1 5 0  
m a j o r  m e t r o p o l i t a n  a r e a s  i n  t h e  w o r l d  i n  t e r m s  o f  e m p l o y m e n t  a n d  i n c o m e  g r o w t h  f o r  t h e  p e r i o d  1 9 9 3 - 2 0 0 7  t o  ! 4 6 t h  b y  
2 0 1 0 .  O n l y  D u b a i  ( 2 n d  t o  1 4 9 t h )  a n d  D u b l i n  ( 6 t h  t o  1 5 0 t h )  f a r e d  w o r s e  t h a n  L a s  V e g a s  i n  a b s o l u t e  c o m p a r i s o n s  b y  t h i s  
i n d e x .  
4  H o w e v e r ,  t h e  d y n a m i c  o f  c a s i n o s  i n  D o w n t o w n  L a s  V e g a s  h a v e  b e e n  s i m i l a r  t o  t h o s e  i n  R e n o / S p a r k s  s i n c e  1 9 9 0 .  
5  A  g a m i n g  p o s i t i o n  i s  d e f i n e d  a s  a  p l a c e  w h e r e  o n e  c u s t o m e r  c a n  g a m b l e .  T h u s ,  o n e  s l o t  m a c h i n e  i s  a  s i n g l e  g a m i n g  
p o s i t i o n ,  w h e r e a s  a  t a b l e  g a m e  i s  a s s u m e d  t o  b e  s i x  g a m i n g  p o s i t i o n s .  
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Northwest, in particular in the form of new commercial and Tribal casinos. This, along 
with limited capital investment in the Northern Nevada gaming industry, resulted in a 
rapidly diminishing tourism component to the main traditional casino destinations of Reno 
and South Lake Tahoe. Since the beginning of the Great Recession in 2007 and over the 
following three years, these declines became even more pronounced. 
Northern Nevada gaming also experienced declines in capital investment that not 
only accompanied and contributed to declining demand from tourists, but were largely 
driven by lowered expectations on returns on invested capital in the industry. As a result, 
the region's casinos fell further and further behind their competitors in the quality of 
facilities and experiences they had to offer. 
For a long time, the major threat confronting Northern Nevada, and similarly but less 
ominously for Southern Nevada, was that California might legalize casino-style gambling. 
With the passage of Proposition 5 in 1998 and Proposition 1A in 2000, Tribal casino 
gaming was effectively legalized in the Golden State. California's Tribal gaming industry 
grew to nearly $8 billion in 2007, at a time when Nevada's statewide gaming revenues 
were only $12 billion. By 2010, Nevada gaming revenues had contracted to about $10 
billion, whereas California's gaming revenues were at about $7 billion (Nevada Gaming 
Control Board, 2007-2010; National Indian Gaming Commission, 2011). 
The Las Vegas Strip 
Since 1990, the Las Vegas Strip gaming market has been characterized by robust 
growth, substantial capital investment and considerable diversification of its tourism 
offerings, with particular emphasis on convention facilities and high quality hotel, 
restaurant, entertainment, and retail shopping opportunities. Between 1990 and 2010, Las 
Vegas arguably became the largest tourist destination in America. (Baedeker, 2008) With 
nearly 40 million visitors per year at its peak in 2007, modem Las Vegas over the past two 
decades was characterized by waves of mega-casino openings, beginning in 1989-1990 
with the $650 million Mirage and the $275 million Excalibur, and culminating in 2009 
with MGM's $8.5 billion CityCenter and 2010 with the $3.9 billion Cosmopolitan. 
Another important Las Vegas trend since 2000 has been the consolidation of major 
gaming companies. Prior to 2005, Harrah's Entertainment had acquired Showboat, the Rio, 
Harvey's, Horseshoe, Binion's, and other smaller gaming companies. Its competitor Caesars 
had acquired Bally's and Hilton. In 2005, Harrah's acquired Caesars for $9.7 billion, and in 
2010, Harrah's changed its corporate name to Caesars Entertainment. In a similar manner, 
prior to 2005, MGM had acquired Mirage Resorts and New York New York; in 2005, it 
acquired Mandalay Resort Group (formerly Circus Circus) for about $8 billion. After the 
mergers, Caesars and MGM, between them, owned more than half of the major casino-
hotels and controlled about two-thirds of the gaming positions on the Las Vegas Strip.6 
The 1990s could be characterized as a period of unprecedented economic growth and 
capital investment for the Las Vegas Strip. Waves of new mega-casino development occurred 
in 1989-90, 1993-94 (Treasure Island, Luxor, MGM Grand), and 1998-2000 (Bellagio, 
Mandalay Bay, Paris Las Vegas, the Venetian, the Aladdin); new mega-casinos opened with a 
sense of optimism often mimicking what had worked in the recent past. In aggregate, the new 
properties continued to increase spending in and visitation to Las Vegas. Larger and more 
expensive projects were pursued on the belief that Las Vegas-style entertainment was unique, 
characterized by economies of scale and scope, and still significantly under-supplied. There 
was also a belief that Las Vegas had created its own business cycle, with peaks around the 
openings of new mega-casinos, and slowdowns in growth rates in the year or two following 
the grand openings. These cycles can be seen in Figure 1. 
6 As of 20 I 0, MGM Resorts International had full or partial ownership of the following casino-hotels on the Las Vegas Strip: 
MGM Grand, Bellagio, The Mirage, Circus Circus, Mandalay Bay, Luxor, New York New York, Excalibur, and CityCenter's 
Aria. Caesars (formerly Harrah's) owned and operated Harrah's Las Vegas, Rio, Caesars, Bally's, Paris Las Vegas, Planet 
Hollywood, Imperial Palace, Flamingo, O'Shea's, and Bill's. In total, the two companies operate over 31,000 of the 
approximately 49,000 slot machines on the Strip, and over 2,000 ofthe 2,800 table games. (Source: www.casinocity.com) 
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F I G U R E  1  
L A S  V E G A S  S T R I P  G R O S S  G A M I N G  
R E V E N U E  G R O W T H  R A T E S 1 9 9 1 - 2 0 1 0  
. . - - - - - - - - - . 1 " 2 " M " ' o = - = n ' " ' t h " " ' M . - : : o c : c v " - ' i n = - = g : - A . - : v - : : : e " ' r a = c g = - = e c c - - - - - - - -
-15.00%~----------------------""---
S o u r c e :  N e v a d a  G a m i n g  C o n t r o l  B o a r d ,  G a m i n g  R e v e n u e  R e p o r t s  
F r o m  2 0 0 0  f o r  t h e  n e x t  f e w  y e a r s ,  t h e  L a s  V e g a s  S t r i p  e x p e r i e n c e d  a  s l o w d o w n  f r o m  
o v e r - e x p a n s i o n s ,  t h e  b u r s t i n g  o f  t h e  d o t - c o m  b u b b l e ,  a n d  t h e  f a l l - o u t  f r o m  t h e  t r a g i c  
e v e n t s  o f  S e p t e m b e r  1 1 ,  2 0 0 1 .  T h i s  c r e a t e d  a  h i a t u s  i n  n e w  d e v e l o p m e n t s  f o r  a b o u t  t h r e e  
y e a r s ,  b u t  b e g i n n i n g  w i t h  t h e  d e v e l o p m e n t  o f  t h e  $ 2 . 5  b i l l i o n  W y n n  L a s  V e g a s ,  t h e  r a c e  
w a s  o n  a g a i n .  B y  2 0 0 6 ,  t h e r e  w e r e  r o u g h l y  $ 3 0  b i l l i o n  i n  c a p i t a l  i n v e s t m e n t  p r o j e c t s  
u n d e r w a y  o n  t h e  L a s  V e g a s  S t r i p  o r  e l s e w h e r e  i n  t h e  L a s  V e g a s  v a l l e y ,  a s  m o r e  a n d  
m o r e  e x p e n s i v e  c a s i n o - h o t e l - e n t e r t a i n m e n t - t o u r i s t  a c c o m m o d a t i o n  u n i t  p r o j e c t s  w e r e  
a n n o u n c e d ,  f i n a n c e d ,  a n d  u n d e r t a k e n .  
O n e  c o u l d  a r g u e ,  e s p e c i a l l y  i n  r e t r o s p e c t ,  t h a t  w h a t  w a s  o c c u r r i n g  i n  L a s  V e g a s  b y  
m i d - d e c a d e  w a s  c l e a r l y  " i r r a t i o n a l  e x u b e r a n c e "  o n  t h e  i n v e s t m e n t  s c e n e ?  N e w  c a s i n o  
a n d  t o u r i s t - o r i e n t e d  p r o j e c t s  w e r e  b e i n g  u n d e r t a k e n  o n  a  b e l i e f  t h a t  L a s  V e g a s ,  e s p e c i a l l y  
t h e  S t r i p ,  w o u l d  c o n t i n u e  d o i n g  w h a t  i t  h a d  s u c c e s s f u l l y  a c h i e v e d  o v e r  t h e  p a s t  3 0  
y e a r s .  A c t i o n s  o f  t h e  m a j o r  c a s i n o  c o m p a n i e s ,  s u p p o r t e d  b y  t h e  f i n a n c i a l  c o m m u n i t y ,  
s u g g e s t e d  a  w i d e l y  h e l d  b e l i e f  t h a t  L a s  V e g a s  w o u l d  c o n t i n u e  t o  e v o l v e  i n t o  a  h i g h  e n d ,  
h e d o n i s t i c ,  t o u r i s t  a c c o m m o d a t i o n  u n i t - d r i v e n  e n t e r t a i n m e n t  c e n t e r  f o r  A m e r i c a  a n d  t h e  
w o r l d .  V i r t u a l l y  e v e r y  m a j o r  g a m i n g  c o m p a n y  i n  L a s  V e g a s  e i t h e r  c o m m i t t e d  t o  n e w  
m a s s i v e  m u l t i - b i l l i o n  d o l l a r  m e g a - c a s i n o  p r o j e c t s ,  o r  t o  h i g h l y  l e v e r a g e d  b u y - o u t s ,  o r  
b o t h .  I n t e r n a t i o n a l  g a m i n g  a n d  h o t e l  c o m p a n i e s  t h a t  w e r e  n o t  y e t  i n  L a s  V e g a s  w a n t e d  i n ,  
a n d  s o m e  w e r e  w i l l i n g  t o  p a y  e x o r b i t a n t  p r i c e s  t o  e n t e r  t h i s  b o o m i n g  m a r k e t .  F i n a n c i a l  
i n s t i t u t i o n s  a n d  h e d g e  f u n d s ,  w i t h  p l e n t y  o f  c a p i t a l  t o  l e n d ,  w e r e  w i l l i n g  p a r t n e r s .  A s  
w i t h  D u b a i  i n  t h e  M i d d l e  E a s t ,  i n v e s t m e n t  d e c i s i o n s  i n  L a s  V e g a s  w e r e  b e i n g  m a d e  a n d  
m a j o r  c a p i t a l  p r o j e c t s  w e r e  b e i n g  u n d e r t a k e n  o n  t h e  i m p l i c i t  a s s u m p t i o n  t h a t  i n c r e a s i n g l y  
a f f l u e n t  c l a s s e s  t h r o u g h o u t  t h e  w o r l d  w o u l d  e m b r a c e  w h a t  L a s  V e g a s  h a d  t o  o f f e r .  
G r o w i n g  u p p e r  a n d  u p p e r  m i d d l e  c l a s s e s  w e r e  a l l  b e c o m i n g  w e a l t h y  e n o u g h  t o  a f f o r d  
s u c h  e x t r a v a g a n c e s .  H o w e v e r ,  a s  i n  m a n y  o t h e r  p a r t s  o f  A m e r i c a  a n d  t h e  w o r l d ,  t h e  o n s e t  
o f  t h e  G r e a t  R e c e s s i o n  p r o v i d e d  a  r u d e  a w a k e n i n g .  
I t  i s  i m p o r t a n t  t o  a p p r e c i a t e  h o w  m u c h  t h e  G r e a t  R e c e s s i o n  c r i p p l e d  t h e  m a j o r  
A m e r i c a n  g a m i n g  c o m p a n i e s ,  m a n y  o f  w h o m  r e m a i n  h e a v i l y  d e b t - r i d d e n  a n d  s t r u g g l i n g  
t o  r e c o v e r  i n t o  t h e  s e c o n d  d e c a d e  o f  t h e  2 1  '
1  
c e n t u r y .  P r i o r  t o  2 0 0 8 ,  c o m m i t m e n t s  w e r e  
7  I r r a t i o n a l  e x u b e r a n c e  w a s  u s e d  i n  a  f a m o u s  s p e e c h  b y  F e d e r a l  R e s e r v e  C h a i r m a n  A l a n  G r e e n s p a n  o n  D e c e m b e r  5 ,  1 9 9 6 .  
H e  s a i d :  " O e a r l y ,  s u s t a i n e d  l o w  i n f l a t i o n  i m p l i e s  l e s s  u n c e r t a i n t y  a b o u t  t h e  f u t u r e ,  a n d  l o w e r  r i s k  p r e m i u m s  i m p l y  h i g h e r  
p r i c e s  o f  s t o c k s  a n d  o t h e r  e a r n i n g  a s s e t s .  W e  c a n  s e e  t h a t  i n  t h e  i n v e r s e  r e l a t i o n s h i p  e x h i b i t e d  b y  p r i c e / e a r n i n g s  r a t i o s  a n d  
t h e  r a t e  o f  i n f l a t i o n  i n  t h e  p a s t .  B u t  h o w  d o  w e  k n o w  w h e n  i r r a t i o n a l  e x u b e r a n c e  h a s  u n d u l y  e s c a l a t e d  a s s e t  v a l u e s ,  w h i c h  
t h e n  b e c o m e  s u b j e c t  t o  u n e x p e c t e d  a n d  p r o l o n g e d  c o n t r a c t i o n s  a s  t h e y  h a v e  i n  J a p a n  o v e r  t h e  p a s t  d e c a d e ? "  ( E m p h a s i s  
a d d e d ) .  " T h e  C h a l l e n g e  o f  C e n t r a l  B a n k i n g  i n  a  D e m o c r a t i c  S o c i e t y , "  A d d r e s s  b e f o r e  t h e  A m e r i c a n  E n t e r p r i s e  I n s t i t u t e ,  
W a s h i n g t o n ,  D . C .  
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made to enormous projects: MGM had CityCenter with capital costs of $8.5 billion; 
Wynn had Encore ($2.5 billion); Las Vegas Sands had the Palazzo ($1.7 billion) and 
the Cotai Strip in Macau (estimated at $12 billion); and Boyd Gaming had Echelon 
Place (estimated at $4.8 billion). Other Strip developments included the Cosmopolitan 
at $3.9 billion, Fontainebleau at $3 billion, M Resort at $1 billion, the Plaza on the site 
of the Frontier Casino at an estimated $6.5 billion8, and the Crown (near the Riviera) at 
$3 billion; some of these projects never broke ground, and others were started but not 
completed, or were later sold at a fraction of their historic costs. (Lerner, 2007) 
Other companies incurred substantial debt as a result of leveraged buy-outs: Harrah's 
with debt of roughly $27 billion after their January 2008 buy-out and Station Casinos 
with debt of $8.7 billion when their leveraged buy-out closed in November 2007. The 
combination of substantial debt loads and greatly reduced cash flow pushed nearly all the 
above companies to the brink. Station and Fontainebleau declared bankruptcy in 2009, 
though others, including Harrah's, MGM, and Las Vegas Sands, all managed to survive. 
Between 2007 and 2010, there had been a major mega-casino that opened each 
December.9 However, unlike previous mega-casino openings, there were no discernible 
increases in gaming revenues and in visitation. 1° Coincident with and probably due to the 
Great Recession, the paradigm for the Las Vegas Strip appeared to have changed. 
As can be seen in Figure 1, Las Vegas year over year growth rates began to trend 
negative after October 2007. With the exception of the period following 9111 and those 
periods a year or two beyond the openings of new waves of mega-casinos, the Las 
Vegas Strip had rarely experienced negative growth in gaming revenues, and when 
they occurred, they were never sustained. However, from an examination of monthly 
data beginning in November 2007, growth rates turned negative and stayed that way 
consistently for more than two years, through October 2009 (Figure 2). 2010 had a few 
positive spikes in growth, suggesting a moderate recovery for this most important of 
Nevada's gaming markets. 
FIGURE2 
LAS VEGAS STRIP, YEAR OVER YEAR 
GROWTH RATES 2007-2010 
40.00%-------------------------------
I 
30_00% +-------------------------+-----
Source: Nevada Gaming Control Board, Gaming Revenue Reports 
8 The El-Ad Group, an Israeli based development company, purchased the Frontier Casino on the Strip in 2006 for $1_2 
billion, and intended to build a $5 billion Plaza Las Vegas on the 35 acre site_ As of 20 II, the site remains bare land, 
purchased at a record (for the Strip) $35 million per acre_ 
9 Las Vegas Sands' Palazzo opened in December 2007; Wynn's Encore in December 2008; MGM's CityCenter in December 
2009; and Deutsche Bank's Cosmopolitan in December 2010. 
10 In calendar year 2007, Las Vegas attracted 39.2 million visitors. In 2010, the number of visitors had fallen to 37.3 million. 
Las Vegas Convention and Visitor's Authority (2007-2010). 
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H o w e v e r ,  a  c l o s e r  a n a l y s i s  o f  t r e n d s  i n  o n e  p a r t i c u l a r  g a m e  s u g g e s t s  a  m o r e  
p e s s i m i s t i c  r e a l i t y ,  e s p e c i a l l y  w i t h  r e s p e c t  t o  t h e  d o m e s t i c  
I  
A m e r i c a n  t o u r i s t  m a r k e t .  T h e  g a m e  i s  b a c c a r a t .  B e t w e e n  2 0 0 6  
a n d  2 0 1 0 ,  t h e r e  w a s  c l e a r l y  a n  u p w a r d  t r e n d  i n  b a c c a r a t  r e v e n u e s  
o n  t h e  L a s  V e g a s  S t r i p ,  g r o w i n g  f r o m  a n  a v e r a g e  o f  a b o u t  $ 6 5  
m i l l i o n  p e r  m o n t h  t o  a n  a v e r a g e  o f  a b o u t  $ 9 5  m i l l i o n  p e r  m o n t h ,  
d r a m a t i c a l l y  o p p o s i t e  t h e  t r e n d  o f  a l l  o t h e r  g a m e  a n d  d e v i c e  
c a t e g o r i e s .  I n  2 0 0 6 ,  b a c c a r a t  r e v e n u e s  h a d  a v e r a g e d  1 3 . 5 %  o f  
g a m i n g  r e v e n u e s  f o r  l a r g e  L a s  V e g a s  S t r i p  c a s i n o s
1 1
;  b y  2 0 1 0 ,  
t h i s  r a t i o  h a d  c l i m b e d  t o  2 2 . 6 %  o f  g a m i n g  r e v e n u e s .  T h e  r a t i o  
o f  b a c c a r a t  r e v e n u e s  t o  t o t a l  g a m i n g  r e v e n u e s  f o r  t h e  l a r g e s t  L a s  
V e g a s  S t r i p  c a s i n o s  i s  s h o w n  i n  F i g u r e  3 .  
B e t w e e n  2 0 0 6  a n d  2 0 1 0 ,  t h e r e  
w a s  c l e a r l y  a n  u p w a r d  t r e n d  i n  
b a c c a r a t  r e v e n u e s  o n  t h e  L a s  
V e g a s  S t r i p ,  g r o w i n g  f r o m  a n  
a v e r a g e  o f  a b o u t  $ 6 5  m i l l i o n  p e r  
m o n t h  t o  a n  a v e r a g e  o f  a b o u t  $ 9 5  
m i l l i o n  p e r  m o n t h .  
F I G U R E 3  
R A T I O  O F  B A C A R A T  W I N  T O  G R O S S  G A M I N G  
R E V E N U E S ,  1 2  M O N T H  M O V I N G  A V E R A G E  
L A S  V E G A S  S T R I P  2 0 0 6 - 2 0 1 0  
2 5 . 0 0 % , - - - - - - - - - - - - - - - - - - - - - - - - - - -
2D.OO%f--------~/~~~~ 
1 5 . 0 0 %  t - - - - - - - - - - - - - - - - - - - - c : : 7 " ' ' - - - - - - - -
~------~--------~~---~ ~ 
- -
1 0 . 0 0 % + - - - - - - - - - - - - - - - - - - - - - - - - - -
5 . 0 0 % + - - - - - - - - - - - - - - - - - - - - - - - - - -
S o u r c e :  N e v a d a  G a m i n g  C o n t r o l  B o a r d ,  G a m i n g  R e v e n u e  R e p o r t s  
V e r y  f e w  c a s i n o s  s h a r e  i n  h i g h  e n d  b a c c a r a t  p l a y ,  w h i c h  c o m e s  a l m o s t  e x c l u s i v e l y  
f r o m  a  h a n d f u l  o f  A s i a n  p l a y e r s .  T h o s e  c o m p a n i e s  t h a t  c a p t u r e  t h e  l i o n ' s  s h a r e  o f  b a c c a r a t  
r e v e n u e s - L a s  V e g a s  S a n d s ,  W y n n  R e s o r t s ,  a n d  M G M  R e s o r t s  I n t e r n a t i o n a l - a l l  h a v e  a  
p r e s e n c e  i n  M a c a u ,  g i v i n g  t h e m  f a r  b e t t e r  a c c e s s  t o  V I P  A s i a n  c u s t o m e r s  t h a n  t h e y  e v e r  
h a d  b e f o r e  2 0 0 6 .  D i f f e r e n t i a l  t a x  s t r u c t u r e s  b e t w e e n  M a c a u  a n d  N e v a d a - 3 9 %  o f  g r o s s  
g a m i n g  r e v e n u e s  v e r s u s  6 . 7 5 % - i n c e n t i v i z e  t h e s e  c o m p a n i e s  t o  e n c o u r a g e  t h e i r  b e s t  
p l a y e r s  t o  m a k e  m o r e  v i s i t s  t o  t h e i r  c a s i n o s  o n  t h e  L a s  V e g a s  S t r i p .  B y  2 0 1 0 ,  b a c c a r a t  
w a s  g e n e r a t i n g  a b o u t  $ 1 . 2  b i l l i o n  p e r  a n n u m  t o  t h e  l a r g e  L a s  V e g a s  S t r i p  c a s i n o s '  t o t a l  
g a m i n g  r e v e n u e s  o f  $ 5 . 2  b i l l i o n ,  f a r  e x c e e d i n g  b l a c k j a c k ,  t h e  n e x t  m o s t  i m p o r t a n t  g a m e ,  
w i t h  a  c o n t r i b u t i o n  o f  $ 6 5 0  m i l l i o n .  ( N e v a d a  G a m i n g  C o n t r o l  B o a r d ,  M o n t h l y  R e v e n u e  
R e p o r t ,  D e c e m b e r ,  2 0 1 0 )  
R e m o v i n g  b a c c a r a t  r e v e n u e s  f r o m  t o t a l  g a m i n g  r e v e n u e s  i n  L a s  V e g a s ,  a  m u c h  m o r e  
p e s s i m i s t i c  p i c t u r e  e m e r g e s  o f  t h e  d o m e s t i c  g a m i n g  m a r k e t - w h a t  A m e r i c a n s  s p e n d  o n  
g a m i n g  i n  L a s  V e g a s .  ( S e e  F i g u r e  4 . )  F r o m  N o v e m b e r  o f  2 0 0 7  t o  A u g u s t  2 0 1 0 ,  t h e  l a r g e  
L a s  V e g a s  S t r i p  c a s i n o  g a m i n g  r e v e n u e s  h a v e  n e g a t i v e  y e a r  o v e r  y e a r  c o m p a r i s o n s  e v e r y  
m o n t h ;  b y  t h e  e n d  o f  2 0 1 0 ,  t h e r e  w e r e  o n l y  t w o  m o n t h s  t h a t  s h o w e d  p o s i t i v e  g r o w t h  o v e r  
p r i o r  y e a r  c o m p a r i s o n s .  L a s  V e g a s  m a y  h a v e  b e e n  s h o w i n g  s i g n s  o f  r e c o v e r i n g  i n  2 0 1 0 ,  
b u t  v e r y  l i t t l e  o f  t h a t  r e f l e c t s  t h e  d o m e s t i c  m a r k e t .  F u r t h e r m o r e ,  t h o u g h  t h e  c o n t i n u e d  
b u o y a n c y  o f  t h e  b a c c a r a t  m a r k e t  i s  g o o d  n e w s  f o r  S t r i p  c a s i n o s  a n d  f o r  N e v a d a  g a m i n g  
i n  t h e  s h o r t  t e r m ,  i t  c a n n o t  b e  c o u n t e d  o n  i n  t h e  l o n g e r  t e r m .  W i t h  t h e  r a p i d l y  i n c r e a s i n g  
I I  T h i s  c a t e g o r y  i n c l u d e s  c a s i n o s  w i t h  a n n u a l  g r o s s  g a m i n g  r e v e n u e s  i n  e x c e s s  o f  $ 7 2  m i l l i o n .  I n  2 0 1 0 .  t h e r e  w e r e  2 3  s u c h  
l o c a t i o n s .  
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supply of high quality mega-casinos in Macau, Singapore, and perhaps soon in Taiwan, 
Japan, the Philippines, and elsewhere in Asia, it is unlikely that Las Vegas will be able to 
retain these select customers as their gaming options in Asia continue to improve over the 
next decade. 
15.00% 
FIGURE4 
LAS VEGAS STRIP GAMING REVENUES LESS 
BACCARAT, YEAR OVER YEAR GROWTH 
2007-2010 
-----~----~--------------
-25.00% ~----
Source: Nevada Gaming Control Board, Gaming Revenue Reports 
Some other long term trends for the Las Vegas Strip are also worth noting. From 1990 to 
2008, employment among the largest Las Vegas Strip casinos climbed nearly 200%, from 
43,000 to 115,000; between 2008 and 2010, these casino complexes shed over 25,000 
jobs. Table games grew in numbers until 2007, but then experienced attrition. There has 
been a reduction in the number of slot machines in Las Vegas over the last decade, but 
that is largely due to efficiencies and adjustments within individual properties. (Nevada 
Gaming Control Board, Monthly Revenue Reports and Gaming Abstracts.) 
In summary, it is not difficult to conclude that the Las Vegas Strip is at the end of 
the mega-casino era. The belief that Las Vegas growth will always occur and that the 
market will always metamorphosize into the "next new thing" has largely been shattered. 
There has been a shift in spending patterns by casino visitors in general and Las Vegas 
visitors in particular. The American public, especially because of what has happened to 
the equity in their homes between 2007 and 2011-and therefore their implicit savings 
and retirement accounts-are likely to be far more frugal over the next decade than they 
were in the last. The "new" Las Vegas from 1990 to 2010 was based on conspicuous 
consumption and "over the top" spending -the very antithesis of the kind of frugality 
that might emerge. Whether the free spending that characterized the Las Vegas Strip at its 
peak comes back or not cannot be known at present, but the prognosis is not encouraging. 
In 2011, the Las Vegas economy remains one of the worst economies in the nation. It 
has experienced reversal in population growth and a collapse of its construction industry, 
which will be difficult to reverse. With the nation's highest unemployment rate for a 
metropolitan area (14.9% in January 2011) and an economy based disproportionately 
on gaming and construction, Las Vegas' immediate future is likely to be characterized 
more by stagnation or out-migration than population growth.12 This could change if 
gaming or other new export industries become job creators in the future, but without such 
stimulation, it is difficult to see how population growth can once again be robust in the 
12 From 2000 to 2010, Clark County (Las Vegas metro area) population grew from I .38 million to I .95 million, a 42% 
increase. However, in 2010, the Nevada State Demographer made "low employment estimates" and "high employment 
estimates" for Clark County for the period from 2009 to 2030. The "low employment estimates" projected 1.979 million 
population in 2030, virtually unchanged from the estimated I .952 million in 2009. Nevada State Demographer at http:// 
nvdemography.org/. 
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i m m e d i a t e  o r  i n t e r m e d i a t e  f u t u r e .  W i t h o u t  p o p u l a t i o n  g r o w t h ,  r e s i d e n t i a l  c o n s t r u c t i o n  
w i l l  n o t  l i k e l y  r e c o v e r  t o  a n y w h e r e  n e a r  i t s  p r i o r  l e v e l s .  
S o u t h  L a k e  T a h o e  
T h e  c a s i n o  b u s i n e s s  a t  S o u t h  L a k e  T a h o e  i s  l a r g e l y  a  d r i v e - u p  b u s i n e s s  f r o m  
N o r t h e r n  C a l i f o r n i a ,  p r i m a r i l y  b y  w a y  o f  a  w i n d i n g  m o u n t a i n  r o a d ,  H i g h w a y  5 0 ,  w h i c h  i s  
a  d i f f i c u l t  h i g h w a y  t o  d r i v e  i n  w i n t e r  m o n t h s .  I n  D e c e m b e r  2 0 0 8 ,  a  n e w  t r i b a l  c a s i n o ,  R e d  
H a w k ,  o p e n e d  i n  S h i n g l e  S p r i n g s ,  n e a r  S a c r a m e n t o ,  o n  t h e  C a l i f o r n i a  s i d e  o f  t h e  S i e r r a  
N e v a d a  M o u n t a i n s .  T h i s  t r i b a l  c a s i n o  c a p t u r e d  m a n y  o f  t h e  c u s t o m e r s  w h o  o t h e r w i s e  
m a y  h a v e  c o m e  t o  S o u t h  L a k e  T a h o e .  
L a k e  T a h o e ' s  g a m i n g  i n d u s t r y  i s  a f f e c t e d  b y  s e a s o n a l  t o u r i s m  t h a t  i s  l i n k e d  t o  s k i i n g  
a n d  t o  s e c o n d - h o m e o w n e r s h i p .  H o w e v e r ,  n e i t h e r  o f  t h o s e  g r o u p s  
t y p i c a l l y  p r o v i d e s  s t r o n g  g a m i n g  c u s t o m e r s ,  a n d  b e c a u s e  o f  t h e  
l o w  p e r m a n e n t  r e s i d e n t  p o p u l a t i o n  i n  t h e  T a h o e  b a s i n ,  t h e r e  i s  
n o  s i g n i f i c a n t  l o c a l s '  m a r k e t  a t  S o u t h  L a k e  T a h o e .  T h e  e x p a n s i o n  
c o n s t r a i n t s  t h a t  w e r e  p l a c e d  o n  t h e  g a m i n g  i n d u s t r y  a t  L a k e  
T a h o e  b y  t h e  T a h o e  R e g i o n a l  P l a n n i n g  A c t s  o f  1 9 6 7  a n d  1 9 8 0  
a l s o  a f f e c t e d  t h e  g r o w t h  o f  t h e  i n d u s t r y  b y  g e n e r a l l y  p r o h i b i t i n g  
c a s i n o  e x p a n s i o n s  a n d  l i m i t e d  t h e  a b i l i t y  o f  e x i s t i n g  c a s i n o s  t o  
L a k e  T a h o e ' s  g a m i n g  i n d u s t r y  i s  
a f f e c t e d  b y  s e a s o n a l  t o u r i s m  t h a t  
i s  l i n k e d  t o  s k i i n g  a n d  t o  s e c o n d -
h o m e o w n e r s h i p .  H o w e v e r ,  n e i t h e r  
o f  t h o s e  g r o u p s  t y p i c a l l y  p r o v i d e s  
t a k e  a d v a n t a g e  o f  e c o n o m i e s  o f  s c a l e .  F u r t h e r m o r e ,  L a k e  T a h o e  s t r o n g  g a m i n g  c u s t o m e r s .  
h a s  a l w a y s  s u f f e r e d  f r o m  l a c k  o f  e a s y  a c c e s s  f r o m  r e g i o n a l  
a i r p o r t s ;  R e n o - T a h o e  I n t e r n a t i o n a l  A i r p o r t ,  t h e  c l o s e s t ,  i s  m o r e  
t h a n  a n  h o u r  a n d  a  h a l f  a w a y  f r o m  t h e  S o u t h  L a k e  T a h o e  c a s i n o s .  
O n e  f i n d i n g  t h a t  e m e r g e s  f r o m  t r e n d  a n a l y s i s  i s  t h a t ,  i n  r e a l  t e r m s ,  t h e  s i z e  o f  t h e  g a m i n g  
i n d u s t r y  a t  S o u t h  L a k e  T a h o e  c o n t r a c t e d  b y  a b o u t  t w o - t h i r d s  s i n c e  1 9 9 0 .  R e a l  g r o s s  g a m i n g  
r e v e n u e s  f o r  S o u t h  L a k e  T a h o e ,  c o r r e c t e d  f o r  i n f l a t i o n ,  f e l l  f r o m  $ 5 6 6 m  t o  $ 2 1 4 m  b e t w e e n  
1 9 9 0  t o  2 0 1 0 ,  a  n e a r l y  t w o - t h i r d s  d e c l i n e .  ( S e e  F i g u r e  5 ) .  O t h e r  i n d u s t r y  m e t r i c s  a l s o  
d e c l i n e d  i n  a  s i m i l a r  f a s h i o n .  E m p l o y m e n t  d e c l i n e d  f r o m  1 1  , 0 0 0  e m p l o y e e s  i n  1 9 9 0  t o  3 , 5 0 0  
e m p l o y e e s  i n  2 0 1 0 .  G a m i n g  p o s i t i o n s ,  a s  r e p r e s e n t e d  b y  t a b l e  g a m e s  a n d  s l o t  m a c h i n e s ,  
d e c l i n e d  f r o m  9 , 4 7 0  t o  3 , 7 7 3 ,  a g a i n  a  d e c l i n e  o f  a  b i t  l e s s  t h a n  t w o - t h i r d s .  ( N e v a d a  G a m i n g  
C o n t r o l  B o a r d ,  M o n t h l y  R e v e n u e  R e p o r t s  a n d  G a m i n g  A b s t r a c t s . )  T h o u g h  d e c l i n e s  s i n c e  
2 0 0 8  a r e  r e l a t e d  t o  t h e  G r e a t  R e c e s s i o n  a n d  t h e  o p e n i n g  o f  t h e  R e d  H a w k  C a s i n o ,  t h e  l o n g  
t e r m  t r e n d s  r e f l e c t  a  s e c u l a r  d e c l i n e  t h a t  w i l l  v e r y  u n l i k e l y  r e v e r s e  i t s e l f .  
F I G U R E S  
S O U T H  L A K E  T A H O E  
R E A L  G R O S S  G A M I N G  R E V E N U E S  1 9 9 0 - 2 0 1 0  
( 2 0 1 0  D O L L A R S )  
$ 1 0 0 , 0 0 0 , 0 0 0 - - - - - - - - - - - - - - - - -
$0~----------------
~~##~~~~~~##~##~~#~~~ 
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Figure 6 shows a 12-month moving average for gaming revenue growth rates at 
South Lake Tahoe (not corrected for inflation) over the past two decades_ The 1990s 
and the first portion of the 2000s decade were characterized by both positive and 
negative growth. However, beginning before the Great Recession in early 2007, growth 
rates became consistently negative; and in 2009, corresponding to the opening of the 
Red Hawk Casino, the moving average declined into the -25% per annum range, with 
continuing contraction in 2010 in the negative 10% range. 
FIGURE6 
SOUTH LAKE TAHOE GROSS GAMING 
REVENUE GROWTH RATES 1991-2010 
12 Month Moving Average 
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Source: Nevada Gaming Control Board, Gaming Revenue Reports 
In summary, corrected for inflation, the casinos at South Lake Tahoe lost about 12% 
of gaming revenues from 1990 to 2000; another 25% between 2000 to 2007; and an 
additional40% from 2007 to 2010. By 2010, slot machine and table game counts were 
well under half of what they were 20 years before; and casino employment was less than 
one-third of what it was in 1990. 
Most analysts used to believe that casino visitors came to Lake Tahoe because of its 
aesthetic beauty and recreational opportunities, as well as its various gaming offerings. 
In retrospect, the evidence suggests that casino customers were coming primarily for 
the gambling, and their interests in other regional amenities were far less important. The 
absence of any significant locals' market that might otherwise sustain the Lake Tahoe 
casinos made the long term contraction in gaming revenues quite dramatic. 13 
An alternative business strategy that many of Lake Tahoe's gaming and tourism 
interests tried to pursue in the mid-2000s was to develop tourism accommodation units 
as an alternative to hotel rooms; the concept was to build and sell condominiums or time 
share units to vacationers and others willing to buy second homes in a pristine resort 
area. Regrettably, when the sub-prime mortgage crisis emerged in 2007 and the Great 
Recession followed, housing markets collapsed nationally, along with this particular 
strategy. 
Reno-Sparks 
The Reno-Sparks gaming market has historically been a tourism market serving the 
populations of Northern California and the Pacific Northwest. Reno had been the primary 
tourism center in the state of Nevada from legalization of gaming in 1931 until the 
1960s when Las Vegas and the development of the Strip overshadowed it. (Barber, 2008) 
13 There are a small number of casinos at the north end of Lake Tahoe. These casinos have seen similar contraction in their 
gaming revenues over the past two decades, for similar reasons. However, this market generated only $28m in gaming 
revenues in 2010, in comparison to $212m in gaming revenues at South Lake Tahoe. 
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T h e  d o w n t o w n  g a m i n g  m a r k e t s  i n  R e n o  a n d  S p a r k s  h a v e  s t r u g g l e d  s i n c e  t h e  1 9 7 0 s ,  
b u t  t h e r e  w e r e  a  n u m b e r  o f  s a t e l l i t e  c a s i n o s  d e v e l o p e d  o u t s i d e  
I  
t h e  d o w n t o w n  a r e a s  t h a t  a r e  n o w  a m o n g  t h e  r e g i o n ' s  m o s t  
s u c c e s s f u l  c a s i n o - h o t e l s .  
O v e r  t h e  y e a r s ,  N o r t h e r n  N e v a d a  t o u r i s m  h a s  e x p e r i e n c e d  
a  h i g h  d e g r e e  o f  s e a s o n a l i t y ,  d r i v e n  l a r g e l y  b y  c l i m a t e ,  b u t  
n e u t r a l i z e d  t o  s o m e  e x t e n t  b y  a  v a r i e t y  o f  w e l l - m a r k e t e d  s p e c i a l  
e v e n t s ,  m a n y  o f  t h e m  c o n c e n t r a t e d  i n  t h e  s u m m e r  a n d  f a l l .  T h e  
R e n o - S p a r k s  a r e a  h a s  a d e q u a t e  c o n v e n t i o n  f a c i l i t i e s  a n d  g o o d  
a i r  t r a n s p o r t a t i o n ,  b u t  i t  h a s  r e m a i n e d  p r i m a r i l y  a  " d r i v e - t o "  
r e g i o n a l  m a r k e t .  T h e  l o c a l s '  m a r k e t  h a s  g r o w n  i n  i m p o r t a n c e  
o v e r  t h e  p a s t  t w o  d e c a d e s  f o r  t h e  R e n o - S p a r k s  a r e a ,  a s  t h e  
O v e r  t h e  y e a r s ,  N o r t h e r n  N e v a d a  
t o u r i s m  h a s  e x p e r i e n c e d  a  h i g h  
d e g r e e  o f  s e a s o n a l i t y ,  d r i v e n  l a r g e l y  
b y  c l i m a t e ,  b u t  n e u t r a l i z e d  t o  s o m e  
e x t e n t  b y  a  v a r i e t y  o f  w e l l - m a r k e t e d  
s p e c i a l  e v e n t s .  
m e t r o p o l i t a n  a r e a  g r e w  i n  p o p u l a t i o n  f r o m  2 5 5 , 0 0 0  i n  1 9 9 0  t o  a b o u t  4 2 1 , 0 0 0  i n  2 0 1 0 .  
R e n o  a n d  S p a r k s  t o u r i s m  f r o m  S a c r a m e n t o  a n d  t h e  S a n  F r a n c i s c o  B a y  A r e a  h a s  
s u f f e r e d  b y  h a v i n g  a  r e p u t a t i o n  o f  b e i n g  a  b u d g e t  m a r k e t  a n d  c o m p a r a t i v e l y  l o w  a v e r a g e  
d a i l y  r o o m  r a t e s  f o r  h o t e l s  a n d  m o t e l s .  T h i s  r e p u t a t i o n  h a s  b e e n  v e r y  h a r d  t o  c h a n g e  o v e r  
t h e  y e a r s ,  i n  s p i t e  o f  e f f o r t s  b y  t o u r i s m  o f f i c i a l s .  T h e  w e a k  t o u r i s m  e c o n o m y  o f  t h e  p a s t  
d e c a d e  h a s  m a d e  t h i s  e v e n  m o r e  c h a l l e n g i n g .  
F i g u r e  7  ( b e l o w )  s h o w s  t h a t  r e a l  g r o s s  g a m i n g  r e v e n u e s  f o r  R e n o - S p a r k s  h a d  l o w  
b u t  p o s i t i v e  g r o w t h  f r o m  1 9 9 0  t o  2 0 0 0 ,  i n c r e a s i n g  f r o m  a b o u t  $ 1 . 2  b i l l i o n  t o  $ 1 . 3  b i l l i o n  
( i n  2 0 1 0  d o l l a r s ) .  B u t  b e g i n n i n g  i n  2 0 0 0 - t h e  y e a r  t h a t  C a l i f o r n i a  t r i b a l  g a m i n g  b e c a m e  
e f f e c t i v e l y  l e g a l - t h e  g a m i n g  m a r k e t  b e g a n  t o  e x p e r i e n c e  d e c l i n e s .  I n  r e a l  t e r m s ,  g a m i n g  
r e v e n u e s  f e l l  n e a r l y  i n  h a l f  b e t w e e n  2 0 0 0  a n d  2 0 1 0 .  T h e  m o s t  i m p o r t a n t  f a c t o r s  a f f e c t i n g  
R e n o - S p a r k s  t o u r i s m  s i n c e  2 0 0 0  w e r e  t h e  o p e n i n g  o f  T h u n d e r  V a l l e y  C a s i n o - a  s u b s t a n t i a l  
c a s i n o  n e a r  S a c r a m e n t o - i n  J u n e  2 0 0 3 ,  t h e  G r e a t  R e c e s s i o n  b e g i n n i n g  i n  l a t e  2 0 0 7 ,  a n d  
t h e  o p e n i n g  o f  t h e  R e d  H a w k  i n  S h i n g l e  S p r i n g s ,  n e a r  S a c r a m e n t o  i n  2 0 0 8 .  N o t  a d j u s t e d  
f o r  i n f l a t i o n ,  t h e  1 9 9 0 s  g a m i n g  r e v e n u e  g r o w t h  r a t e s  h o v e r e d  i n  t h e  5 %  r a n g e .  H o w e v e r ,  
b e g i n n i n g  i n  t h e  y e a r  2 0 0 0 ,  g a m i n g  r e v e n u e  g r o w t h  w a s  n e g a t i v e  u n t i l 2 0 0 4 ,  t u r n e d  m i l d l y  
p o s i t i v e  f o r  a  c o u p l e  o f  y e a r s ,  b u t  t h e n  i n  2 0 0 6 ,  b e g a n  c o n s i s t e n t l y  c o n t r a c t i n g  a g a i n .  
W i t h  t h e  e m e r g e n c e  o f  t h e  G r e a t  R e c e s s i o n ,  R e n o - S p a r k s  c a s i n o s  e x p e r i e n c e  d r a m a t i c  
c o n t r a c t i o n  t h r o u g h  2 0  1 0 ,  w i t h  f e w  s i g n s  o f  i m p r o v e m e n t  f o r  t h e  f u t u r e .  
$ 1 , 4 0 0 , 0 0 0 , 0 0 0  " ,  
F I G U R E 7  
R E A L  G R O S S  G A M I N G  R E V E N U E  
R E N O - S P A R K S  1 9 9 0 - 2 0 1 0  
( 2 0 1  0  D O L L A R S )  
$ 8 0 0 , 0 0 0 , 0 0 0  + - - - - - - - -
$ 6 0 0 . 0 0 0 . 0 0 0  I  
$ 4 0 0 . 0 0 0 . 0 0 0  
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S o u r c e :  N e v a d a  G a m i n g  C o n t r o l  B o a r d ,  N e v a d a  G a m i n g  A b s t r a c t  
C a s i n o  e m p l o y m e n t  i n  t h e  R e n o - S p a r k s  a r e a  h a s  a l s o  s e e n  d r a m a t i c  c h a n g e s .  
E m p l o y m e n t  p e a k e d  i n  1 9 9 6  a t  n e a r l y  3 0 , 0 0 0 ;  b y  2 0 1 0 ,  i t  w a s  u n d e r  1 5 , 0 0 0 .  H i s t o r i c a l l y ,  
g a m i n g - b a s e d  t o u r i s m  h a d  b e e n  R e n o - S p a r k s '  d o m i n a n t  e x p o r t  i n d u s t r y .  T h a t  d e s i g n a t i o n  
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has now changed permanently, being replaced by a number of service oriented or 
manufacturing industries, such as financial services, warehousing, and slot machine 
manufacturing. 
Changes in economic performance of the Reno-Sparks gaming market since the 
beginning of the Great Recession are also worth noting. Year-over-year monthly gaming 
revenue growth from 2007 through 2010 was almost always negative, with only seven of 
the 48 months showing positive growth, with some of the year-over-year monthly growth 
rate comparisons in the negative 15% to 20% range. 
FIGURES 
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Source: Nevada Gaming Control Board, Gaming Revenue Reports 
One can also try to isolate tourism spending on gaming by estimating and subtracting 
locals' spending. Given reasonable estimates about how much gaming spending in the Reno-
Sparks market comes from the local market, the residual reflects gaming spending by tourists.14 
FIGURE9 
TOTAL V. TOURIST REAL GAMING 
REVENUES, RENO-SPARKS 
1990-2010 
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-Tourist Gaming Revenues $600,000,000 t-----------------=""'-..----
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Source: Nevada Gaming Control Board, Nevada Gaming Abstract 
14 In order to estimate gaming spending by locals in the Reno-Sparks market, aggregate personal income for the metropolitan 
area was noted, and a conservative assumption of local gaming spending at 1.0% of aggregate personal income was 
computed. Based on the experience of other predominantly locals' markets in Nevada, such as the Carson City/Carson 
Valley area, the actual ratio of locals' gaming spending to aggregate personal income could very well be in the I .5% to 
2.5% range. If this is the case, the decline in tourism gaming spending in Reno-Sparks is even greater than indicated here. 
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B y  t h i s  a n a l y s i s ,  t o t a l  r e a l  g a m i n g  r e v e n u e s  i n  R e n o - S p a r k s  ( c o r r e c t e d  f o r  i n f l a t i o n )  
h a v e  d e c l i n e d  b y  a b o u t  h a l f  b e t w e e n  1 9 9 0  a n d  2 0 1 0 .  H o w e v e r ,  b e c a u s e  o f  a  g r o w t h  i n  
p o p u l a t i o n  a n d  a g g r e g a t e  p e r s o n a l  i n c o m e s  i n  t h e  R e n o - S p a r k s  a r e a ,  g a m i n g  s p e n d i n g  
b y  l o c a l s  i n c r e a s e d  o v e r  t h i s  p e r i o d .  O n e  c a n  d e d u c e  f r o m  F i g u r e  9  t h a t  t o u r i s m  g a m i n g  
s p e n d i n g  f e l l  b y  a b o u t  t w o - t h i r d s  o v e r  t h a t  s a m e  p e r i o d  o f  t i m e ,  w i t h  a l m o s t  a l l  t h e  
t o u r i s m  d e c l i n e  o c c u r r i n g  w i t h i n  t h e  l a s t  d e c a d e .  T h e  u n d e r l y i n g  r e a l i t y  f o r  t h e  R e n o -
S p a r k s  t o u r i s m  m a r k e t  i s  t h a t  t h e i r  p r i m a r y  c u s t o m e r s ,  f r o m  C a l i f o r n i a  a n d  t h e  P a c i f i c  
N o r t h w e s t ,  n o w  h a v e  m u c h  m o r e  c o n v e n i e n t - a n d  o f t e n  h i g h e r  q u a l i t y - g a m i n g  
a l t e r n a t i v e s  t h a t  d i d  n o t  e x i s t  b e f o r e ,  a n d  t h o s e  c u s t o m e r s  w o u l d  s e e m  t o  b e  p u r s u i n g  
t h o s e  a l t e r n a t i v e  c h o i c e s .  
T h u s ,  s t r i k i n g l y ,  b o t h  R e n o - S p a r k s  a n d  S o u t h  L a k e  T a h o e  h a v e  e x p e r i e n c e d  s i m i l a r  
d e c l i n e s  i n  t h e i r  t o u r i s m  g a m i n g  m a r k e t s .  F o r  b o t h  a r e a s ,  i n f l a t i o n - a d j u s t e d  t o u r i s m  
g a m i n g  s p e n d i n g  c o n t r a c t e d  a b o u t  t w o - t h i r d s  f r o m  t h e i r  r e s p e c t i v e  p e a k s .  B a s e d  o n  t h e  
c o m p u t a t i o n a l  a s s u m p t i o n s  u s e d  h e r e ,  t h e  p e r c e n t a g e  o f  g a m i n g  r e v e n u e s  g e n e r a t e d  
b y  l o c a l  r e s i d e n t s  o f  t h e  R e n o / S p a r k s  m a r k e t  c l i m b e d  f r o m  a b o u t  1 0 %  o f  t h e  m a r k e t ' s  
t o t a l  g a m i n g  s p e n d  i n  1 9 9 0  t o  a b o u t  4 0 %  i n  2 0 1 0 _ 1 5  T h u s ,  t h e  d i f f e r e n c e  b e t w e e n  t h e  
t w o  N o r t h e r n  N e v a d a  r e g i o n s  i s  i n  t h e i r  l o c a l s '  m a r k e t s :  L a k e  T a h o e ,  w i t h  a  p e r m a n e n t  
p o p u l a t i o n  o f  a b o u t  5 0 , 0 0 0 ,  d o e s  n o t  h a v e  m u c h  o f  a  l o c a l s '  m a r k e t ,  w h e r e a s  R e n o -
S p a r k s  ( W a s h o e  C o u n t y ) ,  w i t h  a  p o p u l a t i o n  o f  4 2 1 , 0 0 0 ,  d o e s .  T h e  l o c a l s '  m a r k e t  i s  
b e c o m i n g  t h e  f o u n d a t i o n  f o r  t h e  R e n o - S p a r k s  g a m i n g  i n d u s t r y ,  c o n t r i b u t i n g  a b o u t  4 0 %  
( o r  m o r e )  o f  t h e  t o t a l  g a m i n g  s p e n d i n g  i n  t h e  r e g i o n .  T h e r e f o r e ,  g a m i n g  i s  n o t  n e a r l y  a s  
s i g n i f i c a n t  a n  e x p o r t  i n d u s t r y  f o r  N o r t h e r n  N e v a d a  a s  i t  w a s  b e f o r e .  
F i n a l l y ,  a s  w i t h  L a k e  T a h o e ,  t h e  s t r a t e g y  o f  c o n v e r t i n g  h o t e l s  t o  t o u r i s m  
a c c o m m o d a t i o n  u n i t s  f o r  R e n o - S p a r k s  h a s  p r o v e d  u n s u c c e s s f u l ,  e s p e c i a l l y  s i n c e  t h e  
b e g i n n i n g  o f  t h e  G r e a t  R e c e s s i o n .  T w o  m a j o r  c a s i n o  h o t e l s ,  t h e  M o n t a g e  ( f o r m e r l y  t h e  
F l a m i n g o  R e n o  a n d  l a t e r  t h e  G o l d e n  P h o e n i x )  a n d  t h e  G r a n d  S i e r r a  ( f o r m e r l y  M G M  
R e n o ,  B a l l y ' s  a n d  t h e  R e n o  H i l t o n ) ,  b o t h  s t r u g g l e d  w i t h  s a l e s  a f t e r  p u r s u i n g  a  t o u r i s m  
a c c o m m o d a t i o n  u n i t  o r  c o n d o m i n i u m  d e v e l o p m e n t  s t r a t e g y .  
P o l i c y  I m p l i c a t i o n s  f o r  t h e  S t a t e  o f  N e v a d a  
R e v i s i t i n g  t h e  i m p l i c a t i o n s  o f  b a c c a r a t  f o r  t h e  L a s  V e g a s  S t r i p  i s  n o w  i n  o r d e r .  I n  
t h e  s a m e  m a n n e r  t h a t  N o r t h e r n  N e v a d a  g a m i n g - b a s e d  t o u r i s m  h a s  b e e n  m a r g i n a l i z e d  
p r i m a r i l y  b y  c o m p e t i t i o n  f r o m  T r i b a l  g a m i n g  i n  C a l i f o r n i a ,  L a s  V e g a s  b a c c a r a t  w i l l  l i k e l y  
s e e  a  p a r a l l e l  f a t e  i n  t h e  n e x t  d e c a d e .  M a c a u ,  w h i c h  l i b e r a l i z e d  i t s  g a m i n g  l a w s  i n  2 0 0 1 ,  
g e n e r a t e d  o v e r  $ 2 3  b i l l i o n  i n  g a m i n g  r e v e n u e s  i n  2 0 1 0 ,  a n d  i s  e x p e c t e d  t o  i n c r e a s e  t o  
o v e r  $ 3 0  b i l l i o n  i n  2 0 1 1 .  S i n g a p o r e ,  w h i c h  o p e n e d  i t s  t w o  I n t e g r a t e d  R e s o r t  c a s i n o s  i n  
2 0 1 0 ,  w i l l  p r o b a b l y  g e n e r a t e  i n  e x c e s s  o f  $ 5  b i l l i o n  i n  g a m i n g  r e v e n u e s  i n  2 0 1 1 ,  a n d  
w i l l  l i k e l y  s u r p a s s  L a s  V e g a s  i n  g a m i n g  r e v e n u e s  b y  2 0 1 2  o r  2 0 1 3 .  T a i w a n  h a s  a l r e a d y  
l e g a l i z e d  c a s i n o s  a n d  i s  i n  t h e  p l a n n i n g  p r o c e s s  t o  i m p l e m e n t  i t s  n e w  l a w .  J a p a n  a n d  t h e  
P h i l i p p i n e s  a r e  a l s o  s i g n a l i n g  t h a t  t h e y  a r e  i n t e r e s t e d  i n  g o i n g  a f t e r  t h e  n e w  m e g a - c a s i n o  
m a r k e t .  A s i a n  g a m b l e r s  w h o  n o w  c o m e  t o  p l a y  b a c c a r a t  i n  L a s  V e g a s  w i l l  h a v e  a  v a r i e t y  
o f  c h o i c e s  i n  t h e  v e r y  n e a r  f u t u r e  a m o n g  v e r y  g o o d  a l t e r n a t i v e s  w i t h i n  t h e i r  p a r t i c u l a r  
r e g i o n ,  a n d  c a n  a v o i d  t h e  i n c o n v e n i e n c e  o f  2 4  h o u r s  i n  t r a n s i t  t o  g e t  t o  a  c o m p a r a b l e  
c a s i n o  f a c i l i t y  o n  t h e  L a s  V e g a s  S t r i p .  W h a t  t h e  R e d  H a w k  C a s i n o  i n  S h i n g l e  S p r i n g s  h a s  
b e e n  t o  S o u t h  L a k e  T a h o e ,  n e w  A s i a n  m e g a - c a s i n o s  m a y  v e r y  w e l l  b e  t o  b a c c a r a t  p l a y  i n  
L a s  V e g a s .  
T h e  p o l i c y  i m p l i c a t i o n s  o f  t h e  o v e r a l l  s i t u a t i o n  f o r  t h e  c a s i n o  i n d u s t r y  i n  N e v a d a  a r e  
b o t h  c h a l l e n g i n g  a n d  s o b e r i n g .  A s  a  s t a t e ,  N e v a d a  h a s  n o  c h o i c e  b u t  t o  p u r s u e  n e w  e x p o r t  
i n d u s t r i e s ,  e s p e c i a l l y  i n  N o r t h e r n  N e v a d a .  N e v a d a  w a n t s  t o  b e  a b l e  t o  a t t r a c t  h i g h  v a l u e -
a d d e d  i n d u s t r i e s  a s  i t s  f o c u s ,  b u t  t o  d o  s o ,  i t  w i l l  n e e d  t o  h a v e  a n  e d u c a t i o n a l  a n d  p u b l i c  
s e c t o r  i n f r a s t r u c t u r e - a n d  t h e r e f o r e  a  t a x  s t r u c t u r e - t h a t  c a n  s u p p o r t  d e s i r a b l e  e c o n o m i c  
1 5  S u c h  e s t i m a t e s  a r e  b a s e d  o n  a  " r u l e  o f  t h u m b "  t h a t  c a s i n o s  w i l l  c a p t u r e  a b o u t  1 . 0 %  o f  A g g r e g a t e  P e r s o n a l  I n c o m e  f r o m  i t s  
c a t c h m e n t  a r e a .  T h i s  e s t i m a t e  m i g h t  b e  c o n s e r v a t i v e  f o r  s u c h  g a m i n g - c e n t r i c  m e t r o p o l i t a n  a r e a s  s u c h  a s  R e n o / S p a r k s  a n d  
L a s  V e g a s .  
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Analyzing the Trends in Gaming-Based Tourism for the State of Nevada: Implications for Public Policy and Economic 
growth. Nevada's current tax structure, which is heavily based on the percentage tax on 
gaming revenues and sales tax revenues from tourist spending, is inconsistent with the 
economic realities that the State is confronting. Thus, as of this writing, meaningful and 
substantial fiscal and tax reform is fundamental. 
What policy makers in Nevada need to do is consider those alternatives for spending 
What policy makers in Nevada 
need to do is consider those 
alternatives for spending and tax 
reform that can strategically focus 
public sector outlays and broaden 
the tax base. 
and tax reform that can strategically focus public sector outlays 
and broaden the tax base, creating a fiscal and tax base consistent 
with the kind of industry that the State's leadership wants to see 
in its future. This structural change is more critical for Northern 
Nevada than Southern Nevada because its gaming-based tourism 
is disappearing. 
For Southern Nevada, the gaming and tourism industry 
will likely recover, but to what extent and with what kinds of 
emerging spending patterns by its visitors, remains uncertain. 
The pursuit of economic diversification in Southern Nevada 
has taken on a new urgency since the beginning of the Great 
Recession, and it seems much less likely that gaming-based tourism will ever be the 
engine of economic growth that it had been for the region over the previous three 
decades. Without alternative export industries, Southern Nevada population growth could 
remain stagnant for the foreseeable future. 
For Northern Nevada to remain prosperous, it needs to find replacement export 
industries even more so than southern Nevada, and therefore must be able to attract them. 
Given the demographic realities of the State, with 72% of Nevada's population in Clark 
County (Las Vegas), Northern Nevada runs the risk of being politically marginalized 
as well. Without an export-based casino industry, and the population concentration in 
Southern Nevada, the Reno-Sparks area will find it increasingly difficult to provide 
the kind of private and public sector infrastructure that will be attractive to "high value 
added" industries in the future. · 
In summary, Nevada cannot be as dependent on a single industry for tax revenues 
in the future as it has been in the past. Economists in the State have been warning about 
this for the past 50 years. (Zubrow, 1960). With the Great Recession, Nevada has finally 
gotten burned. It is imperative for policymakers and citizens to realistically assess the 
needs of the State and the implications of alternative public policy choices. Fundamental 
reform of fiscal outlays and the tax structure may be critical as a foundation to create a 
new and evolving economic base in Nevada, and such structures must reflect the demands 
of the kinds of industry Nevada is hoping to attract. 
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